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: People, Events, Techniques

people, events, techniques
New Computer Service Offers Accountants Electronic Help

In Preparation of Individual Income Tax Returns for Clients

Approximately a half-million tax
payers in nine states will have their
Federal and state tax returns for
1964 prepared, checked, and print
ed by computer.
By 1970, the number of such tax
payers will be 10,000,000, and they
will live in all fifty states.
These were two of the predic
tions made last month by officials
of Computer Sciences Corporation
in announcing their new COMPU
TAX service, which will be mar
keted to accountants and other tax
preparers in three Eastern and six
Western states this year.
Basically, the system works this
way:
The accountant reviews with his

client all pertinent financial facts
about the year just concluded. He
then completes a special group of
CSC forms which cover all relevant
taxpayer information. These forms
are relayed by messenger to local
CSC offices, where the accountant’s
data are keypunched, checked for
arithmetical accuracy, and entered
in the magnetic tape system of a
Univac 1107 computer.
The machine then takes over all
arithmetic and checking operations.
It first reviews the data it has re
ceived, then calculates the return
several times using different meth
ods, and finally selects the best
method of computation for the tax
payer—for example, itemized de

ductions or the standard 10 per
cent. Completed returns are printed
on the appropriate tax forms at the
rate of 700 lines a minute. All re
view, calculation, and selection op
erations are performed in five sec
onds, on the average.
The finished product is three
copies of the Federal and state re
turns, with all required schedules
and attachments; an accompanying
letter of filing instructions for the
taxpayer; and a special audit report
to the accountant.
This latter, based on current tax
regulations stored in the computer’s
memory, flags any inconsistencies
contained in the data originally
supplied by the taxpayer. It will
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also highlight potential tax savings
—a return which the accountant has
specified should be calculated as
joint income but which would ac
tually cost the taxpayers less if fig
ured as separate incomes, for ex
ample.
The COMPUTAX forms and re
lated computer instructions were
worked out in consultation with the
tax department of the CPA firm of
Touche, Ross, Bailey & Smart. Close
to 95 per cent of all tax returns will
fit into CSC’s standard format and
computer program, COMPUTAX
officials estimate.
Test run

A test run of the entire COMPU
TAX project, using different forms
from those now in use, was held
with 43,000 Federal and state tax
returns filed last year in California.
No arithmetic errors were found.
The project has received informal
clearance from the Internal Rev
enue Service.
(The ethics committee
the
American Institute of CPAs has ex
pressed the opinion that members
may properly utilize outside services
such as Computax to process tax re
turns and other client information,
provided the use
such services
does not result in the release con
fidential information.)
CSC officials report that they al
ready have contracts for the service
with more than 1,200 accountants
and other tax preparers (individ
uals cannot use the service direct
ly) and that the charge per return
will be $3.75-$15. The average
to the tax preparer will be $8. In
return, according to COMPUTAX,
the time he must spend on prepar
ing an individual return will be re
duced by 50-65 per cent.
The CSC spokesmen based their
estimates of 10,000,000 computerprepared returns by 1970 on the
fact, which they said had been veri
by IRS, that 48 per cent of all
tax returns are prepared by ac
countants and other tax preparers
rather than by the taxpayers.
The service this year is restricted
to New York, Connecticut, and

Machine-produced fax returns emerge from Computer Sciences Corporation's
Univac 1107 computers at the rate of two a minute. The equipment can ana
lyze and complete all
for one taxpayer's Federal and state returns
in less than five seconds. Copies are
produced in triplicate for delivery
to accountants and other tax preparers using the COMPUTAX service.

New Jersey in the East, and Cali
fornia, Texas, Washington, Oregon,
Nevada, and Arizona in the West.
Returns will be prepared and
checked
by Univacs at Mineola,

L. I., N. Y., and Los Angeles.
In addition to CSC’s own offices,
four accounting and data proces
sing organizations have been fran
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IBM’s System/360,

Spectra 70 Family of Four ‘Multilingual’ Computers
Unveiling its new Spectra 70
computer line last month, RCA
challenged the competitive advan
tage IBM may have gained with
its System/360 concept last spring.
(See MS, May-June ’64, pp. 5-7.)
RCA
claimed one technical
first of
own. The two largest of
the new RCA units have completely
integrated circuitry—something
which IBM maintains is still too
expensive for computer manufac
turers.
claims three main advan
tages for
new system:
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chised to offer COMPUTAX serv
ice their areas. They are Compu
Stat Systems, San Francisco and
Santa Barbara, California; Elec
tronic Computer Service, Inc., San
Diego, California; Bit, Inc., Sacra
mento, California; and Integrated
Financial Service, Inc., Seattle,
Washington.

I. A “multilingual” capability
through which all Spectra 70 com
puters can speak, not only each
other’s language, but all
the
more common programing, data,
and communications languages.
They can thus either replace other
computers or be harnessed to them
without costly reprograming ex
penses.
2. Increased speed and reliability
through the use of the integrated
circuitry.
3. What the manufacturer terms
“improved cost/performance ratios,
5 2
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for conventional wiring. The com
pany
states that it can now
buy or make integrated circuits at
as low a cost as hybrid circuits and
anticipates that costs will drop an
other 20 per cent shortly.
The Spectra 70 series is com
posed of four general purpose com
puters and more than 40 peripheral
machines.
Holter competition

Radio Corporation of America's re
cently announced Spectra 70 series of
computers includes, RCA says, the
first general purpose computers to
employ fully integrated circuits. A sili
con chip so small it barely covers the
letter "o" on a typewriter (shown
on a
contains two com
plete electronic circuits.

over the full range of systems and
applications.”
RCA hails the introduction of in
tegrated circuitry as the beginning
of the third generation of comput
ers. But what does that mean?
It means basically that all func
tions of the two largest of the four
computers in the Spectra 70 line
will be carried by monolithic cir
cuits—15 transistors, 13 resistors,
and all interconnections set in one
chip of silicon so small it would
hardly cover the letter “o” of a type
writer. All electronic elements are
combined in the single chip.
By contrast, IBM, which was the
most recent manufacturer to an
nounce circuitry changes, uses a
“hybrid” form. Here, chip transis
tors and diodes are mounted on
printed circuit models carrying re
sistors and interconnections. Size
of the complete circuit model: ap
proximately one half-inch square.
RCA maintains that the inte
grated circuitry permits a one-third
reduction in computer size and,
with new circuit-linking techniques
developed by the company, reduces
very sharply signal interference
problems between adjacent circuits
and practically eliminates the need
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Other evidence that war among
the electronic companies is grow
ing hotter: RCA has announced
that there will be no overtime
charges for use of the Spectra 70
units beyond one shift. IBM is cut
ting overtime charges on the 360
from 30 per cent of base rental
10 per cent, and Honeywell and
Control Data have also announced
cuts. There are two other elements
in this picture. Recent cost studies
by the government have shown
that Federal agencies—by far the
largest single computer user in the
country—could save money by buy
ing rather than renting computers.
Any slash in overtime charges
would reduce this saving, and, pre
sumably, make the government less
insistent on changing from a rental
to a purchase basis. Moreover, the
increasing emphasis on “real-time”
systems, where a computer may be
running for more than one shift,
poses a severe economic drain on
the user who must pay overtime
charges whenever his use exceeds
one shift.
There is still other evidence of
sharpening competition among
manufacturers of EDP equipment.
IBM, which originally announced
delivery of the first 360’s in the
third quarter of 1965, has moved
that date up to the second quarter
of this year. There is a strong feel
ing in the industry that this accel
eration has become necessary be
cause too many potential IBM cus
tomers, unwilling to wait so long
for the new IBM equipment, have
either ordered or are seriously con
sidering other machines which can
be delivered on a much shorter
time schedule.

Honeywell Electronic Data Proc
essing Division, which operated at
a profit for the first time last year,
has shown how quickly competitors
have moved to exploit the IBM
hiatus. Honeywell announced
H-200 early last year (see MS,
March-April ’64, pp. 9-10) as hav
ing speeds up to “six times that of
other small computers.” However,
perhaps the greatest selling point
of the H-200 was its Liberator pack
age, which can automatically trans
late programs written for the IBM
1401, 1440, or 1460 data processors
into H-200 programs.
By the end of last year, Honey
well had marketed well over two
hundred H-200’s.

Computer Course Found
Feasible for Unemployed
Successful experience with a pilot
program designed to train 36 men
and women as computer program
ers and electronic accounting ma
chine operators has led the
S.
Department of Labor to plan an
extensive program to teach hun
dreds of unemployed the necessary
skills (see MS, July-August ’64, p.
12).
Of the 36 workers in the original
test project, only one was a college
graduate, 17 had some college, 7
were high school graduates, and
the remainder were grammar school
graduates. One enrollee was
dropped for poor attendance.
The trainees were selected from
200 applicants by the Institute of
Computer Technology, which de
signed and gave the course. The
Institute, a Silver Spring, Maryland,
nonprofit organization set up by the
Datatrol Corporation, will
run
the
expanded
program
now
planned.
The pilot course began last May
and has just concluded. Classes
were held for four hours a day, five
days a week.
The twelve urban areas which
will house the expanded program
were to be chosen early this month
after a survey by state employment
Management Services 3
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service officials to determine the
the study, The Use of Consultants
hand. Eighty per cent of the highly
areas in greatest need of nonprofes
by Manufacturers, Dr. David
satisfied companies, on the other
sional technical personnel.
Ekey and Dr. W. David Robbins of
hand, put most of the consultants’
The Labor Department, in eval
fer a number of suggestions as to
suggestions into effect.
uating the pilot project, said the
Consulting engagements were
what a consultant’s client can do to
most significant finding was that
most successful when the problems
make sure that the job turns out
people with average intelligence
well.
to be solved were narrow. Studies
but fairly short education could
of a single department, a few de
learn the skills necessary to find
partments, or a technical area
Motivation
and hold good jobs in data proces
turned out well more often than
sing. The Department estimates
broad studies of general organiza
Management’s reasons for hiring
that half a million additional jobs
tion, growth, and competition.
a consultant were an important fac
will be created by 1970 in the op
Actually, the over-all rate of dis
tor in success—not so much what
eration of data processing equip
satisfaction with consultants was
they were as how strong they were.
ment and that there will be many
not high. About three-quarters of
In most of the cases in which the
more thousands open in the pro
the companies were satisfied. How
company’s executives themselves
duction of the machines.
ever, the value of experience in
recognized that they had a problem
Already the shortage of compe
working
with consultants is shown
and sought a consultant to solve it,
tent technicians is forcing many en
clearly by the increase in satisfac
they were satisfied with the results.
gineers and scientists to spend a
tion with multiple use—to 90 per
On the other hand, companies that
considerable portion of their time
cent.
simply succumbed to the sales pitch
in machine programing or opera
The number of companies sur
of a “peddler” of consulting services
tion, according to a Labor Depart
veyed
that had used consultants was
who offered a preliminary survey
ment report.
surprisingly high. Out of a random
to see whether any problems exist
The same report goes on to pre
sample of 971 companies of all
ed were almost never satisfied; usu
dict that large commercial users of
sizes,
423 had used consulting serv
ally they felt they had been sold a
data processing equipment must
ices
at
least once. (The term con
bill of goods.
depend on noncollege graduates
sultant
was rather broadly defined
Managements had to do more
for most of the work in their data
in
the
survey,
but management con
than simply recognize a problem,
processing installations.
sultants,
accountants,
and profes
however. They also had to make
sors
accounted
for
nearly
half of
Those completing the course who
some effort to define it. More than
get jobs as electronic accounting
the
usage.
)
As
in
other
surveys,
the
80 per cent of the companies that
machine operators will earn $325usage
of
consultants
increased
made a thorough, detailed analysis
markedly with company size.
$350 a month at the beginning and
of the problem before looking for
$550 a month with experience, the
a consultant were satisfied at the
Labor Department said. Computer
end of the engagement.
programers should earn $400-$525
Companies whose use of consul
Control Data’s New 6800
a month when they first get jobs.
tants was successful were also ex
Eventually, they can expect to earn
acting in selecting them. They es
Billed as World’s Fastest
$600 to $1,000 monthly.
tablished formal qualifications for
the consultant they wanted, and
Control Data last month an
they considered two or more con
nounced that it is now the producer
sultants twice as often
did the
of the largest, fastest, and most pow
Researchers Offer Tips
dissatisfied companies.
erful computer in the world.
In
the
successful
companies
man
Introducing its new 6800 model,
To Consultants’ Clients
agement gave continuing support
the company announced that it is
to the consulting project. They
four times as fast as its 6600—the
Making a consulting engagement
“sold” their employees on the im
world’s largest electronic data pro
successful is just as much the cli
portance of the work.
cessor until IBM revealed its model
ent’s responsibility as it is the con
92 in the System/360 last August.
sultant’s.
After analyzing the experiences
The 6600 is so powerful, in fact,
Follow-up
several hundred Virginia compa
that to date it has been ordered
Follow-up was probably the most
nies have had with consultants, re
only for advanced scientific work.
important single factor in success.
searchers from the University of
However, the business trend to
Richmond came to the conclusion
ward “total” information makes the
Ninety-five per cent of the compa
that dissatisfaction with the results
nies that were very dissatisfied with
company believe that commercial
often stemmed from deficiencies on
applications for the 6600 and the
their consultants did not even
much more powerful new 6800 are
the part of the users of the con
bother to try out the recommenda
sulting services. In their report on
not too far off.
tions; they rejected them out of
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Computer Specialists Forecast Bright World Ahead
But Criticize Management Use of Equipment Today

Every baby assigned a number
at birth that will follow him through
life oper
Adding machines that will
ate at verbal directionTypewriters that will not only
type letters directly from dictation,
correcting grammar, spelling, and
punctuation as they go, but can
also, at the flick of a switch, take
dictation in English, and produce a
perfect letter in French—
This is the shape of things to
come, according to Al Zipf, senior
vice president, Bank of America,
and one of the nation’s leading au
tomation experts. Furthermore,
such developments will come be
fore the end of the century, some
time between 1980 and 2000.
Speaking to the Long Beach Ro
tary Club, he predicted a future
world of thinking and decision mak
ing computers which would make
the machines available today seem
primitive.
The automation challenge

Automation should be accepted
a challenge, he said.
“We must be realistic about the
problems posed by automation,” he
continued. “The ostrich position
will avail us naught. Automation
will require large-scale rethinking
and revamping of the value systems,
both social and economic arrange
ments.”
Estimating that there are about
20,000 computers in action in the
United States today, Mr. Zipf said
that perhaps only a third of the
firms employing them have re
ceived significant benefits from
their use. This he attributed to poor
planning and participation by com
pany managements.
This view of corporate misman
agement was sounded on the East
Coast, too, when Dr. Herbert W.
Robinson, president of C-E-I-R,
Inc., told the New York Society of
Security Analysts that the “second
Published by eGrove, 1965
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industrial revolution,” the comput
er revolution, has so far been the
most wasteful in all history.
Wasted potential

Dr. Robinson, who heads a major
computer services and applied re
search company, said that many
data processors in use today were
installed for the wrong reasons or
are being operated inefficiently.
Much of the potential of the “steam
engine” of the new revolution is
wasted because many business exec
utives have not yet realized that
the value of computers doesn’t lie
in the number of machines installed
or their speed in calculation but in
operational results.
Noting that many computers have
been installed for the wrong rea
sons, he said that the most common
of these reasons were a desire for
prestige, bad technical advice, ig
norance of the total costs involved
in a computer conversion, and highpowered salesmanship by machine
manufacturers.
In the future, Dr. Robinson be
lieves, there will be much more em
phasis on the use of giant computer
centers, operating around the clock,
and serving a large number of cus
tomers. (See p. 12.) Such develop
ments as multiprocessing, time
sharing, and improvements in com
munications equipment all point in
this direction, he said.

Computer Manufacturers
Issue Reference Books
Consultants,
executives,
and
others interested in acquiring basic
computer know-how can get some
help from a collection of reference
books recently published by manu
facturers.
Burroughs Corporation has just
issued what it says is the industry’s
first comprehensive manual on how

to organize and control a commer
cial data processing center. The 200page volume, called Service Cen
ters: Organization and Control,
does not attempt to present infor
mation on computer applications.
Instead, it concentrates on the busi
ness management of a service bu
reau, with advice on organization,
operations, quality control, price
estimating, internal controls, and
personnel development. Priced at
$15, it can be obtained from Bur
roughs Corporation, 6071 Second
Avenue, Detroit, Michigan 48232.
An 86-page glossary of EDP and
communications terminology has
been published by the electronic
data processing division of Honey
well, Inc. The book contains de
tailed definitions of more than 3,500
terms now in use in the industry, in
cluding several hundred relating
to data communications. Definitions
proposed by the American Stand
ards Association are used where
available. The publication, which
also contains a standard template
description for flow charting, a
binary extension table, and an octal
decimal conversion table, is priced
at $1 a copy.
Honeywell is offering without
charge a 16-page booklet, Opera
tions Research for the Executive,
which attempts to explain such OR
techniques as linear and dynamic
programing, queueing and game
theory, statistical analysis, and simu
lation in terms understandable to
the businessman. Both Honeywell
publications are distributed by the
Information Services Department,
Honeywell EDP, 60 Walnut Street,
Wellesley Hills, Mass. 02181.
A paper explaining how to use
PERT/Cost for scheduling and cost
control of complex projects is being
offered, without charge, by Auto
mated Information Management
Systems, Inc., 690 North Sepulveda
Boulevard, El Segundo, California.
The paper, Pert/Cost:
New Ap
proach to Financial Management,
by J. Howard Sturman, financial
systems analyst, was originally pre
sented at a seminar of the Los An
geles chapter of the American In
stitute of Industrial Engineers.
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TAKE VALUABLE
EXECUTIVE TIME
OUT OF
SIGNING-SAFELY

The United States Department of Commerce's new tool for business fore
casters, input-output tables showing how each industry's sales are divided
among 85 other industries, was published in
November issue of Survey
of Current Business. By using the grid pictured above a businessman can tell
what percentage of another industry's purchases his industry receives and thus
calculate the effect on his sales of a major change in steel or automobile pro
duction, for example. Current tables are based on 1958 data.

WITH A

CUMMINS
AUTOMATIC
CHECK SIGNER
look at the advantages:

Commerce Department Prepares Input-Output Tables
For 86 Industries to Aid Their Sales Forecasting

Just

The obvious truism that sales
forecasts have meaning only if
events outside the company remain
stable follow a predictable course
finds recognition in a new business
aid recently made available to busi
ness for the first time by the United
States Department of Commerce.
The new tool is a set of tables
showing the “input-output” rela
tionships for 86 industries. The
tables, which show how each in
dustry’s sales and purchasing dol
lars are divided among the other
industries, are designed
help
forecasters calculate the impact of
a major change in the demand for
the products of any of these in
dustries.
A billion-dollar increase in the
defense budget for manned aircraft,
for example, would require neces
sary purchases of a certain dollar
amount of steel. Such an increase
in purchases of steel would in turn
require an increase in purchases of
all the necessary components and

services used in producing steel.
Thus, by proper use of the tables,
any industry presumably should be
able to work out the effects within
group of any major shift
markets.
The tables are made up of a grid
86 rows and 86 columns. Thus,
each company falling in one of the
86 categories can see precisely what
dollar allotment of each of the other
85 industries’ expenditures
in
dustry receives.
The tables were published
the
November issue of the Commerce
Department’s statistical review, Sur
vey of Current Business. Data on
which they are based were gathered
for 1958; more recent figures are not
yet ready. Forecasters will have to
figure out for themselves how the
inter-industry relationships have
changed since then. To keep the
tables from falling too far behind,
Commerce plans to update them
every few years.
Another obvious drawback

9
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• New Accur-Matic Feed sets new
standards of feeding accuracy.
• Signs up to 400 Checks per minute.
• Automatic inking gives perfect, al
ways uniform, signatures—the most
effective deterrent to forgery. • No ex
pensive ribbons that cause varying
intensities of impressions. • Maxi
mum Security, tubular-key locks pre
vent unauthorized use. • All impres
sions are registered on locked counting
meter. • Simultaneous dating and
amount protecting available if desired.
• Automatically feeds, signs, dates,
protects and stacks checks in se
quence. • Paid up $25,000 insurance
policy protects against loss. • Signa
ture dies and dates easily changed.
With a Cummins signer, the signing
executive can delegate the signing op
eration without relinquishing control
—can use a portion of the time saved
to actually scrutinize the checks and
supporting documents before allowing
them to be distributed or mailed.
No other signing device has all of
these advantages—no other will pay
for itself so soon or keep
on doing so for so long.
Write for free folder “We
Take The Time Out of
Signing—Safely.” (Mod
els for Signing Smaller
Volumes also available)
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the Commerce Department tables:
Eighty-six categories is a very
rough breakdown for the nation’s
industries. However, the National
Planning Association is now pre
paring a breakdown based on 400
industries, which will be a refine
ment of the 86 categories included
in the Commerce Department re
port.

U. S. Government Shifts
To Computer Ownership
By the middle of this year, the
Federal Government will own,
rather than rent, 46 per cent of the
computers it has in service. This
contrasts with an ownership figure
of 15 per cent in 1962.
The Government has about 1,770
computers in use now, and by June
30 is expected to have nearly two
thousand in use.
The switchover from rental to
ownership of computers has fol
lowed General Accounting Office
charges that the Federal establish
ment was wasting about $100 mil
lion a year because it rented com
puters rather than purchased them.
Pressure has been intensified by
Senator Paul Douglas’ (Dem., Ill.)
charges that IBM, supplier of more
than 50 per cent of the Govern
ment’s machines, charges a “very
high rental.” The Government Op
erations Committee, under Senator
John McClellan (Dem., Ark.) will
hold hearings early this year on the
whole question of rental vs. pur
chase.
Those opposed to purchase argue
that it will eventually leave the
Government with a host of obsolete
computers.
possible solution has been pro
posed by the General Services Ad
ministration. The GSA is now circu
larizing all governmental agencies
so that units that do not now have
a computer but could justify one
may buy it second-hand from a
bureau needing a newer or more
powerful model. Prospects of sales
to private business have not proved
bright.
10
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More
Use of Cash Rather Than Fringes, Deferrals

Seen as Major Trend in Executive Compensation
Cash will replace stock options,
deferred income, fringe benefits,
and other non-cash compensation
devices as the favorite means of ex
ecutive pay for the rest of the 1960s,
Arch Patton, director of McKinsey
& Company, Inc., predicts in the
Harvard Business Review.
Recent legislation is partly re
sponsible for this trend. New restric
tions on stock options have made
big capital gains harder
achieve.
The $50,000 ceiling on companypaid life insurance has increased
top executives’ need for cash. And
lower income tax rates have made
cash more attractive.
Appeal of cash

A more important influence, how
ever, according to Mr. Patton, is a
growing realization in industry that
deferred income just doesn’t carry
the same incentive as cash, except
for very highly paid executives who
are close to retirement.
Pension, savings, deferred-com
pensation insurance, and other pro
grams are “too remote in time to in
ject much motivational adrenalin
into the average executive,” Mr.
Patton
“In my judgment, what
is considered a ‘reasonable’ execu
tive fringe-benefit program in the
late 1960s will be relatively less
costly, a per cent of total compen
sation, than it is today. . . . With the
fringes costing industry as much
30 per cent to 40 per cent of payroll
in some cases, even modest percent
age savings . . . yield big dollar sav
ings.”
Other changes

Mr. Patton also listed other im
provements in executive compensa
tion administration that he thinks
lie ahead:
Compensation plans will become
more complex, with different means
of compensation for different levels
of management. In the past, accord

ing to Mr. Patton, there has been a
tendency to give junior manage
ment the same type of compensa
tion plan favored by top manage
ment, even though younger execu
tives usually have more need for
cash.
More companies will organize
compensation administration so that
it is all under a single executive. Di
vided responsibility, Mr. Patton
thinks, leads to inequities and incon
sistencies.
Finally, “because of the growing
emphasis on short-term rather than
long-term executive performance,
the need for vastly improved tech
niques for judging how well indi
viduals do their work will grow in
creasingly apparent to manage
ment.”

ICC to Test Application

Of Management Methods
A year-long study to determine
the feasibility of using operations
research, management sciences, and
automatic data processing technol
ogy to advance the decision making
process in Government regulatory
agencies has been approved by the
Bureau of the Budget.
The Interstate Commerce Com
mission will participate in the
study, which will be conducted by
Pennsylvania Research Associates,
Inc., Philadelphia. The study will
investigate the possibility of pro
viding quicker and broader anal
yses of testimony and information
needed for formal decisions in in
dividual cases, with the aim of re
lieving the decision maker of de
tailed work and giving him more
time and more information for anal
ysis and judgment.
Commission rate proceedings will
be the first area studied.
Objectives of the study:
To accelerate the decision mak
ing process
Management Services
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doubled in the past decade and is
still rising, “indicating rapidly rising
replacement requirements.”
Over the past five years, MAPI
reports, the proportion of plant less
than ten years old and the propor
tion of equipment under five years
of age have been fairly stable. The
current rate of capital expenditure
is sufficient to maintain the present

average ages of both plant and
equipment but not to change them
appreciably.
The moral, MAPI concludes, “is
clear. If the United States wants
further to ‘freshen up’
stock of
plant and equipment... it will have
to step up
rate of installation.”

Remote Computer Usage
Offered on Hourly Rate
A few years ago the concept of
multiple users sharing central com
puter facilities, or treating com
puters, in effect,
public utilities,
was advanced as a possibility for
the remote future.
Last year that concept began to
be realized at MIT, and last month
IBM announced that 40 cities
across the country would be tied
into a giant 7040 computer in New
York this spring.
Participants will send in queries
from consoles in their own offices
via telephone lines. Since all large
computers have much greater in
ternal operating speeds than the
fastest input and output equipment,
an internal switching program in
the central processor makes it pos
sible to handle a number of differ
ent programs almost simultane
ously. At least the speed is so great
that, to the human users, the pro
grams appear to be operating si
multaneously.
Clients can “dial” the computer,
place their queries via console key
board, and get their answers
through a printing mechanism in
their office. They will be charged
only for the time used, at a rate of
about $10 an hour. First applica
tions will be on engineering prob
lems.
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Purchasing Study Shows Small Manufacturers Lack

Data Necessary for Scientific Inventory Management
Economic order quantity and
other standard inventory formulas
would be lost on most small manu
facturers, a Small Business Admin
istration survey indicates.
Seventy-two per cent of the com
panies surveyed do not know their
average annual cost of carrying in
ventories, and 75 per cent do not
know their average cost for issuing
a purchase order. Without this in
formation, formulas for determining
order quantities and inventory lev
els cannot be used.
Information for the research
study, How Small Manufacturers
Buy, by Tamlin K. Lindsay, assist
ant professor
marketing, School
of Business Administration, Univer
sity of Connecticut, was gathered
from 604 small manufacturers, most
of them located in New England,
and from 60 large companies that
sell to small manufacturers.
Importance of purchasing

Purchasing is an important func
tion in these small companies. Many
spend more than half their sales dol
lars for purchases; 20 per cent, more
than three-fourths. In 60 per cent of
the companies the purchasing de
partment takes part in planning
over-all company policies.
Even so, the survey showed, the
small manufacturers are weak on
both information and systems. Only
22 per cent use a master budget
to control company operations; only
10 per cent use a materials budget;
and only 5 per cent use a purchasing
department budget. Only a few
have cost data on purchasing de
partment operations, and most
these know only the direct costs.
Only 8 per cent use manuals.
Cost reduction

Only 19 per cent of the manufac
turers have cost reduction pro
grams, although those who do have
achieved substantial savings in their

purchasing and production activi
ties.
To improve their purchasing, the
report recommends, small manufac
turers should pay special attention
to these eight areas: organization
and procedures; delegation of au
thority and responsibility; prepara
tion of a purchasing manual; use
budgets; economic order quanti
ties; costs of operating the purchas
ing department, carrying inven
tories, and handling purchase or
ders; cost reduction studies; and
measurement of the performance of
the purchasing function.

Large Companies Find
Group Executive Useful
Multi-unit diversified companies
are making increasing use of the
position of group executive as a
coordinating and control device.
All of the 32 large companies re
cently surveyed by a University of
Texas research group have found
it effective in reducing the load on
the chief executive.
The group executive is inserted
into the organization structure be
tween the president and the heads
of product divisions. Each super
vises two or more divisions that are
related in terms of production,
technology, or markets served. As
a result, Joseph K. Bailey and Rob
ert
Maddox report in Business
Horizons, the number of executives
reporting directly to the president
and/or executive vice president is
reduced, on the average, from
twenty to three or four.
If the group executive merely
takes on some of the top man’s re
sponsibilities, there is no reason for
this change to lead to more cen
tralization of authority. In practice,
however, more centralization seems
to result. In nearly one-third of the
companies, the group executives
have some of the authority formerly
vested in the division heads.
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